














Notes to Principal Financial Statements

Interior’s liabilities covered and not covered by budgetary resources as of September 30, 2006, are
as follows.

Covered by Budgetary Resources Not Covered by Budgetary Resources
(dollars in thousands) Current Non-Current Current Non-Current FY 2006
Intragovernmental Liabilities:
Accounts Payable $ 44,946 $ - % - 8 - % 44,946
Debt 47,718 1,003,196 717 4,941 1,056,572
Other
Resources Payable to Treasury - - 46,215 2,048,029 2,094,244
Advances and Deferred Revenue 1,305,721 - 3,083 994 1,309,798
Custodial Liability - - 747,131 314,748 1,061,879
Other Liabilities
Accrued Employee Benefits 39,853 - 19,139 34,530 93,522
Judgment Fund - - - 180,572 180,572
Unfunded FECA Liability - - 37,200 58,081 95,281
Other Miscellaneous Liabilities 27 - 97,979 33,694 131,700
Total Other Liabilities 39,880 - 154,318 306,877 501,075
Total Other Intragovernmental Liabilities 1,345,601 - 950,747 2,670,648 4,966,996
Total Intragovernmental Liabilities 1,438,265 1,003,196 951,464 2,675,589 6,068,514
Public Liabilities:
Accounts Payable 1,034,621 75,028 - 6 1,109,655
Loan Guarantee Liability - 92,380 - - 92,380
Federal Employee and Veterans' Benefits
U.S. Park Police Pension Actuarial Liability - - - 677,257 677,257
U.S. Park Police Pension Current Liability 31,343 - - - 31,343
FECA Actuarial Liability - - 6,520 672,303 678,823
Total Federal Employee Veterans' Benefits 31,343 - 6,520 1,349,560 1,387,423
Environmental and Disposal Liabilities - 60 - 153,406 153,466
Other
Contingent Liabilities - - - 614,468 614,468
Advances and Deferred Revenue 198,975 - 241,700 306,684 747,359
Payments Due to States - - 497,840 314,748 812,588
Other Liabilities
Accrued Payroll and Benefits 195,405 - - 195,405
Unfunded Annual Leave - - 9,278 343,806 353,084
Capital Leases 1,997 1,354 12 23,555 26,918
Custodial Liability - - 22,242 - 22,242
Secure Rural Schools Act Payable - - 106,719 - 106,719
Storm Damage 56,211 101,495 - - 157,706
Other Miscellaneous Liabilities 19,789 1,363 6,127 62,769 90,048
Total Other Liabilities 273,402 104,212 144,378 430,130 952,122
Total Other Public Liabilities 472,377 104,212 883,918 1,666,030 3,126,537
Total Public Liabilities 1,538,341 271,680 890,438 3,169,002 5,869,461
Total Liabilities $ 2,976,606 $ 1,274,876 $ 1,841,902 $ 5,844,591 $ 11,937,975
NOTE 16. ROYALTIES RETAINED
Royalties Retained include mineral receipts standards and are considered other sources of
transferred to Interior totaling $4,440 and $4,390 budgetary financing.
million for the periods ended September 30, 2007
and 2006, respectively. These amounts include MMS received $1,732 million and $1,931 million
transfers to the Land and Water Conservation Fund, of revenue in FY 2007 and 2006 that they
to MMS for distribution to States, and to offset subsequently provided to the States. In addition,
costs incurred by MMS related to royalty collections MMS received approximately $250 million for
and the Reclamation Fund. These amounts are Coastal Impact Assistance Program (grant program)
presented on the Statement of Changes in Net in FY 2007.

Position in accordance with Federal accounting
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Notes to Principal Financial Statements

NOTE 17. LEASES

Capital Leases
Capital leases as of September 30, 2007 and 2006, consist of the following:

(dollars in thousands) FY 2007 FY 2006

Real Property $ 28,000 $ 28,000
Personal Property 2,367 2,403
Accumulated Amortization (6,994) (5,467)

(dollars in thousands)

Fiscal Year Real Property Personal Property Total

2008 $ 2,085 $ 598 $ 2,683
2009 2,172 294 2,466
2010 2,172 - 2,172
2011 2,172 - 2,172
2012 2,172 - 2,172
Thereafter 25,285 - 25,285
Total Future Capital Lease Payments 36,058 892 36,950
Less: Imputed Interest 11,263 87 11,350
Less: Executory Costs - - -
FY 2007 Net Capital Lease Liability $ 24,795 $ 805 $ 25,600
FY 2006 Net Capital Lease Liability $ 255541 % 1377 $ 26,918

Interior’s capital leases are with the public and consist of a 20-year lease for the Western Archeological and
Conservation Center in Tucson, Arizona, and 3-year leases for copiers. The aggregate of Interior’s future
minimum lease payments for capital leases are presented in the table above.

Operating Leases
The aggregate of Interior’s future minimum lease payments for operating leases are presented in the

table below. )
Future Operating Lease Payments

(dollars in thousands) Real Property Personal Property

Fiscal Year Federal Public Federal Public Total

2008 $ 261,659 $ 65,281 $ 61,710 $ 3,711 % 392,361

2009 251,347 62,548 63,251 3,316 380,462

2010 244,634 58,198 64,833 2,910 370,575

2011 236,949 50,261 66,453 2,918 356,581

2012 196,051 43,435 68,115 2,980 310,581

Thereafter 127,456 408,541 - - 535,997

Total Future Operating Lease Payments $ 1,318,096 $ 688,264 $ 324,362 $ 15,835 $ 2,346,557
Most of Interior’s facilities are obtained through the personal property from GSA and other entities.
General Services Administration, which charges an The terms for GSA personal property agreements
amount that approximates commercial rental rates. frequently exceed one year, although a definite
The terms of Interior’'s agreements with GSA will period is not always specified.
vary according to whether the underlying assets
are owned by GSA (or another Federal agency) or For real and personal property, future payments are
rented by GSA from the private sector. For Federally calculated based on the terms of the agreement
owned property, Interior either periodically executes or if the agreement is silent, an annual inflationary
an agreement with GSA or enters into cancelable factor of 2.4 percent for FY 2008 and 2.5 percent
agreements, some of which do not have a formal for FY 2009 and beyond. The inflationary factors
expiration date. Interior can vacate these properties are applied against the actual 2007 rental expense.
after giving 120 to 180 days notice of the intent to For agreements that have an indefinite period of
vacate. However, Interior normally occupies these performance, future payments are calculated only
properties for an extended period of time with little for 5 years.

variation from year to year. Interior also leases
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Notes to Principal Financial Statements

NOTE 18. COSTS

By law, Interior, as an agency of the Federal
Government, is dependent upon other Government
agencies for centralized services. Some of these
services, such as tax collection and management of
the public debt, are not directly identifiable to Interior
and are not reflected in Interior’s financial condition
and results. However, in certain cases, other Federal
agencies incur costs that are directly identifiable

to Interior operations, including payment of claims
and litigation by Treasury’s Judgment Fund, and the
partial funding of retirement benefits by the OPM.

In accordance with SFFAS 4, “Managerial Cost
Accounting,” Interior recognizes identified costs paid
for Interior by other agencies as expenses of Interior.
The funding for these costs is reflected as imputed
financing sources on the Statement of Changes

in Net Position. Costs paid by other agencies on
behalf of Interior were $550 million and $473 million
during FY 2007 and FY 2006, respectively. Interior’'s

imputed costs that were recognized in the financial
statements but eliminated for consolidation purposes
were $94 million and $65 million during FY 2007 and
FY 2006, respectively.

Interior also receives donated heritage assets such
as stewardship land, cultural landscapes, and library
and museum objects. These donations are received
from the public or from nonprofit conservation
organizations and had an estimated value of $1
million in FY 2006. There were no donations

in FY 2007. During FY 2007 and FY 2006, the
costs associated with acquiring, constructing, and
renovating heritage assets were $134 million and
$159 million, respectively. The costs associated with
acquiring and improving stewardship lands were
$132 million and $159 million during FY 2007 and
FY 2006, respectively.

NOTE 19. STRATEGIC PETROLEUM RESERVE

Interior transfers barrels of oil, drawn from Federal
leases within the Gulf of Mexico, to the DOE as a
means to refill selected Strategic Petroleum Reserve
locations. This is in accordance with no-cost transfer
arrangements of Royalty-in-Kind crude oil. The
transferred oil is reflected as mineral lease revenue
and a distribution of revenue to the DOE on the
Statement of Custodial Activity. The new SPR fill
initiative began in July 2007.

The value of oil transferred in FY 2007 was
approximately $306 million, which includes the

final revision to the estimates for FY 2006 and

is included in $356 million of distributions to the
Department of Energy on the Statement of Custodial
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Activity. The value of the oil was based on actual
volumes reported on pipeline statements applied
to commodity prices at on-shore market centers,
less actual monthly value differences between
offshore and onshore market centers that were

bid by the successful bidders on the RIK volumes.
The volume of oil transfered in September 2007
was estimated based on nominations (projected
production) from the suppliers as the actuals were
not available. In addition, the value of the September
oil was estimated based on August pricing. The FY
2006 activity ($18) million represented subsequent
revisions to pipeline statements and final revisions
to estimates.



Notes to Principal Financial Statements

NOTE 20. INTRAGOVERNMENTAL COSTS AND EXCHANGE REVENUE BY

RESPONSIBILITY SEGMENT

The tables on the following pages present Interior’s
earned revenues for sales of goods and services
to Federal agencies and the public, gross costs
associated with Federal agencies and the public,
and net cost of operations by program and by
responsibility segment.

Responsibility Segment Presentation.

OMB Circular No. A-136, “Financial Reporting
Requirements,” requires that the presentation of
the Statement of Net Cost align directly with the
goals and outcomes identified in the Strategic Plan.
Accordingly, Interior presented the earned revenue
and gross costs by Mission Goals from Interior’s
Strategic Plan.

The Government Performance Results Act requires
Federal agencies to revise their Strategic Plans
every three years. Accordingly, Interior’s Strategic
Plan was updated in FY 2007. The Mission Goals
in the current Strategic Plan remain the same as
those in the previous plan; however, composition of
the programs and costs associated to the individual

Mission Goals is different in the current Strategic
Plan than in the previous one and the performance
measures within each of the Mission Goals
changed. As a result, the FY 2007 Statement of Net
Cost is not comparable to the FY 2006 Statement of
Net Cost.

Resource Protection and Recreation end outcome
goals had gains for FY 2007. Resource Use and
Serving Communities end outcome goals had a
decline for FY 2007.

The primary Mission Goals are: Resource
Protection, Resource Use, Recreation, and Serving
Communities. Management Excellence costs are
part of mission area goal costs. Reimbursable costs
are comprised of services provided to other Federal
agencies not part of Interior’s core mission. These
Mission Goals are supported by 15 Department level
end outcome goals identified in Interior’'s FY 2007
Strategic Plan.
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Notes to Principal Financial Statements

FY 2007 Intragovernmental Costs and Exchange Revenue by Responsibility Segment

Minerals
Bureau of Land Bureau of Departmental Management
(dollars in thousands) Indian Affairs Management Reclamation Offices and Other Service
Resource Protection
Intragovernmental Costs $ 311 $ 116,219 $ 24,268 $ 17,506 $ 240
Public Costs 491 384,543 43,232 56,974 931
Total Costs 802 500,762 67,500 74,480 1,171
Intragovernmental Earned Revenue - 125,761 6,592 7,764 -
Public Earned Revenue - 63,520 42,366 1,033 -
Total Earned Revenue - 189,281 48,958 8,797 -
Net Costs $ 802 $ 311,481 $ 18,542 $ 65,683 $ 1,171
Resource Use
Intragovernmental Costs $ - $ 80,410 $ 417,105 $ 1,936 $ 97,833
Public Costs - 236,884 925,449 5,896 1,756,180
Total Costs - 317,294 1,342,554 7,832 1,854,013
Intragovernmental Earned Revenue - 1,380 244,342 - -
Public Earned Revenue - 303,160 569,244 - 181,995
Total Earned Revenue - 304,540 813,586 - 181,995
Net Costs $ - $ 12,754 $ 528,968 $ 7832 $ 1,672,018
Recreation
Intragovernmental Costs $ -3 32,165 $ 11,497 $ - % -
Public Costs - 178,338 24,149 - -
Total Costs - 210,503 35,646 - -
Intragovernmental Earned Revenue - 4,181 4,399 - -
Public Earned Revenue - 23,909 19,566 - -
Total Earned Revenue - 28,090 23,965 - -
Net Costs $ - $ 182,413 $ 11,681 $ - $ -
Serving Communities
Intragovernmental Costs $ 425,065 $ 383,376 $ - $ 144,127 $ -
Public Costs 2,189,397 1,281,805 - 814,035 -
Total Costs 2,614,462 1,665,181 - 958,162 -
Intragovernmental Earned Revenue 237,950 88,604 - 18,202 -
Public Earned Revenue 121,873 35,751 - 20,757 -
Total Earned Revenue 359,823 124,355 - 38,959 -
Net Costs $ 2,254,639 $ 1,540,826 $ - $ 919,203 $ -
Reimbursable Activity and Other
Intragovernmental Costs $ - $ - $ 216,655 $ 345612 $ 1,753
Public Costs - - 275,409 2,113,977 9,132
Total Costs - - 492,064 2,459,589 10,885
Intragovernmental Earned Revenue - - 379,377 2,322,443 10,661
Public Earned Revenue - - 45,880 3,793 640
Total Earned Revenue - - 425,257 2,326,236 11,301
Net Costs $ - $ - $ 66,807 $ 133,353 $ (416)
Total
Intragovernmental Costs $ 425376 $ 612,170 $ 669,525 $ 509,181 $ 99,826
Public Costs 2,189,888 2,081,570 1,268,239 2,990,882 1,766,243
Total Costs 2,615,264 2,693,740 1,937,764 3,500,063 1,866,069
Intragovernmental Earned Revenue 237,950 219,926 634,710 2,348,409 10,661
Public Earned Revenue 121,873 426,340 677,056 25,583 182,635
Total Earned Revenue 359,823 646,266 1,311,766 2,373,992 193,296
Net Cost of Operations $ 2,255,441 $ 2,047,474 $ 625,998 $ 1,126,071 $ 1,672,773
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Notes to Principal Financial Statements

Elimination of Intra

National Park Office of Surface U.S. Fish and U.S. Geological Department

Service Mining Wildlife Service Survey Activity FY 2007
$ 208,268 $ 18,695 $ 274591 $ 352,779 $ (232,959) $ 779,918
660,634 195,963 1,403,918 932,927 - 3,679,613
868,902 214,658 1,678,509 1,285,706 (232,959) 4,459,531
16,478 370 80,865 263,052 (164,081) 336,801
75,044 1,184 73,779 199,695 - 456,621
91,522 1,554 154,644 462,747 (164,081) 793,422
$ 777,380 $ 213,104 $ 1,523,865 $ 822,959 $ (68,878) $ 3,666,109
$ - $ 13,273 $ 2,536 $ 30,599 $ (298,392) $ 345,300
- 90,633 6,433 71,640 - 3,093,115
- 103,906 8,969 102,239 (298,392) 3,438,415
- 766 154 7,926 (15,960) 238,608
- 42 25 1,042 - 1,055,508
- 808 179 8,968 (15,960) 1,294,116
$ - $ 103,098 $ 8,790 $ 93,271 $ (282,432) $ 2,144,299
$ 449,843 $ - $ 38,524 $ - $ (75,310) $ 456,719
1,496,994 - 437,522 - - 2,137,003
1,946,837 - 476,046 - (75,310) 2,593,722
45,413 - 9,677 - (14,350) 49,320
242,121 - 3,771 - - 289,367
287,534 - 13,448 - (14,350) 338,687
$ 1,659,303 $ - $ 462,598 $ - $ (60,960) $ 2,255,035
$ - $ 3 $ 24,665 $ 29,317 $ (391,143) $ 615,410
- 10,130 81,595 98,741 - 4,475,703
- 10,133 106,260 128,058 (391,143) 5,091,113
- - 4,555 8,991 (86,654) 271,648
- - 3,324 1,238 - 182,943
- - 7,879 10,229 (86,654) 454,591
$ - $ 10,133 $ 98,381 $ 117,829 $ (304,489) $ 4,636,522
$ - $ - $ - $ - $ (450,052) $ 113,968
- 114,329 - - - 2,512,847
- 114,329 - - (450,052) 2,626,815
- - - - (1,072,700) 1,639,781
- - - - - 50,313
- - - - (1,072,700) 1,690,094
$ - $ 114,329 $ - $ - $ 622,648 $ 936,721
$ 658,111 $ 31,971 $ 340,316 $ 412,695 $ (1,447,856) $ 2,311,315
2,157,628 411,055 1,929,468 1,103,308 - 15,898,281
2,815,739 443,026 2,269,784 1,516,003 (1,447,856) 18,209,596
61,891 1,136 95,251 279,969 (1,353,745) 2,536,158
317,165 1,226 80,899 201,975 - 2,034,752
379,056 2,362 176,150 481,944 (1,353,745) 4,570,910
$ 2,436,683 $ 440,664 $ 2,093,634 $ 1,034,059 $ (94,111) $ 13,638,686
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FY 2006 Intragovernmental Costs and Exchange Revenue by Responsibility Segment

Minerals
Bureau of Land Bureau of Departmental Management
(dollars in thousands) Indian Affairs Management Reclamation Offices and Other Service
Resource Protection
Intragovernmental Costs $ -3 83,653 $ 29,471 $ 22,700 $ -
Public Costs - 265,639 38,954 29,331 -
Total Costs - 349,292 68,425 52,031 -
Intragovernmental Earned Revenue - 92,327 3,641 6,952 -
Public Earned Revenue - 758,118 25,113 1,879 -
Total Earned Revenue - 850,445 28,754 8,831 -
Net Costs - (501,153) 39,671 43,200 -
Resource Use
Intragovernmental Costs - 91,459 380,174 1,527 73,268
Public Costs - 291,676 962,300 7,827 2,208,488
Total Costs - 383,135 1,342,474 9,354 2,281,756
Intragovernmental Earned Revenue - 1,437 219,330 - -
Public Earned Revenue - 298,081 656,403 21 160,380
Total Earned Revenue - 299,518 875,733 21 160,380
Net Costs - 83,617 466,741 9,333 2,121,376
Recreation
Intragovernmental Costs - 32,397 8,585 - -
Public Costs - 112,403 24,578 - -
Total Costs - 144,800 33,163 - -
Intragovernmental Earned Revenue - 6,211 4,538 - -
Public Earned Revenue - 21,537 23,368 - -
Total Earned Revenue - 27,748 27,906 - -
Net Costs - 117,052 5,257 - -
Serving Communities
Intragovernmental Costs 341,039 329,147 - 140,933 5,529
Public Costs 2,557,484 956,588 - 719,894 22,738
Total Costs 2,898,523 1,285,735 - 860,827 28,267
Intragovernmental Earned Revenue 273,212 95,216 - 18,075 -
Public Earned Revenue 137,778 131,029 - 14,037 10,827
Total Earned Revenue 410,990 226,245 - 32,112 10,827
Net Costs 2,487,533 1,059,490 - 828,715 17,440
Reimbursable Activity and Other
Intragovernmental Costs - - 225,828 343,438 3,400
Public Costs - - 312,134 2,766,539 11,329
Total Costs - - 537,962 3,109,977 14,729
Intragovernmental Earned Revenue - - 408,082 2,870,228 14,422
Public Earned Revenue - - 42,792 14,938 1,446
Total Earned Revenue - - 450,874 2,885,166 15,868
Net Costs - - 87,088 224,811 (1,139)
Total
Intragovernmental Costs 341,039 536,656 644,058 508,598 82,197
Public Costs 2,657,484 1,626,306 1,337,966 3,523,591 2,242,555
Total Costs 2,898,523 2,162,962 1,982,024 4,032,189 2,324,752
Intragovernmental Earned Revenue 273,212 195,191 635,591 2,895,255 14,422
Public Earned Revenue 137,778 1,208,765 747,676 30,875 172,653
Total Earned Revenue 410,990 1,403,956 1,383,267 2,926,130 187,075
Net Cost of Operations $ 2,487,533 $ 759,006 $ 598,757 $ 1,106,059 $ 2,137,677
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Elimination of Intra

National Park Office of Surface U.S. Fish and U.S. Geological Department

Service Mining Wildlife Service Survey Activity FY 2006
$ 352,872 $ 746 $ 285,452 $ 60,997 $ (171,853) $ 664,038
1,223,071 73,689 1,432,902 219,210 - 3,282,796
1,575,943 74,435 1,718,354 280,207 (171,853) 3,946,834
26,120 - 81,765 68,599 (75,418) 203,986
28,485 5 111,502 7,671 - 932,773
54,605 5 193,267 76,270 (75,418) 1,136,759
1,521,338 74,430 1,525,087 203,937 (96,435) 2,810,075
- 17,300 2,785 26,907 (295,686) 297,734
- 97,958 6,784 69,872 - 3,644,905
- 115,258 9,569 96,779 (295,686) 3,942,639
- 1,410 46 6,153 (16,842) 211,534
- 164 31 553 - 1,115,633
- 1,574 77 6,706 (16,842) 1,327,167
- 113,684 9,492 90,073 (278,844) 2,615,472
235,353 - 39,728 - (41,713) 274,350
892,860 - 476,503 - - 1,506,344
1,128,213 - 516,231 - (41,713) 1,780,694
53,885 - 9,576 - (22,506) 51,704
269,520 - 4,516 - - 318,941
323,405 - 14,092 - (22,506) 370,645
804,808 - 502,139 - (19,207) 1,410,049
91,961 8,030 34,964 314,835 (425,421) 841,017
277,585 127,152 185,658 830,445 - 5,677,544
369,546 135,182 220,622 1,145,280 (425,421) 6,518,561
4,894 325 6,557 201,624 (180,239) 419,664
1,296 5 5,810 183,949 - 484,731
6,190 330 12,367 385,573 (180,239) 904,395
363,356 134,852 208,255 759,707 (245,182) 5,614,166
- - - - (436,778) 135,888
- 69,824 - - - 3,159,826
- 69,824 - - (436,778) 3,295,714
- - - - (1,010,974) 2,281,758
- - - - - 59,176
- - - - (1,010,974) 2,340,934
- 69,824 - - 574,196 954,780
680,186 26,076 362,929 402,739 (1,371,451) 2,213,027
2,393,516 368,623 2,101,847 1,119,527 - 17,271,415
3,073,702 394,699 2,464,776 1,522,266 (1,371,451) 19,484,442
84,899 1,735 97,944 276,376 (1,305,979) 3,168,646
299,301 174 121,859 192,173 - 2,911,254
384,200 1,909 219,803 468,549 (1,305,979) 6,079,900
$ 2,689,502 $ 392,790 $ 2,244,973 $ 1,053,717 $ (65,472) $ 13,404,542
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NOTE 21.

The Statement of Budgetary Resources provides
information about how budgetary resources were
made available as well as their status at the end
of the period. It is the only financial statement
exclusively derived from the entity’s budgetary
general ledger in accordance with budgetary
accounting rules that are incorporated into generally
accepted accounting principles for the Federal
Government. The total Budgetary Resources of
$26,798,562 thousand and $27,741,242 thousand
as of September 30, 2007 and 2006, respectively,

STATEMENT OF BUDGETARY RESOURCES

include new budget authority, unobligated balances
at the beginning of the year and transferred in/out
during the year, spending authority from offsetting
collections, recoveries of prior year obligations,
and any adjustment to these resources. Interior’s
unobligated balances available as of September
30, 2007 and 2006, were $5,678,042 thousand
and $6,154,087 thousand, respectively. In addition,
Interior’'s undelivered orders as of September 30,
2007 and 2006, were $7,661,210 thousand and
$7,372,826 thousand, respectively.

Apportionment of Obligations Incurred. The following table contains only Category B apportionments
since Interior does not receive Category A. Interior’s obligations incurred as of September 30, 2007 and

2006, are as follows:

(dollars in thousands)

Exempt from

FY 2007 Apportioned Apportionment Total
Obligations Incurred:

Direct $ 16,391,071 $ 92,847 $ 16,483,918
Reimbursable 4,478,735 - 4,478,735
Total Obligations Incurred $ 20,869,806 $ 92,847 $ 20,962,653
(dollars in thousands) Exempt from

FY 2006 Apportioned Apportionment Total
Obligations Incurred:

Direct $ 16,294,427 $ 99,292 $ 16,393,719
Reimbursable 5,052,958 - 5,052,958
Total Obligations Incurred $ 21,347,385 $ 99,292 $ 21,446,677

Reclamation Trust Funds and Colorado River Dam Fund
classified as not subject to apportionment.

- Boulder Canyon Project are the only funds

Repayment Requirements, Financing Sources
for Repayment, and other Terms of Borrowing
Authority Used. Reclamation’s borrowing authority
is provided under the Credit Reform Act of 1990
(see Note 7, Loans and Interest Receivable, Net,
for additional information on Credit Reform loans).
The repayment terms and provisions of these loans
are not more than 40 years from the date when

the principal benefits of the projects first became
available. Interest on the debt is determined by the
Treasury as of the beginning of the fiscal year in
which the contract is executed, on the basis of the
average market yields on outstanding marketable
obligations of the United States. Collections in
excess of the interest due to the Treasury is applied
to the outstanding principal owed to the Treasury.

IA receives borrowing authority from Treasury for
its loan programs in accordance with the Credit
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Reform Act of 1990 and related legislation. The
guaranteed loan financing fund can borrow funds
when the cash balance in a financing fund cohort

is insufficient to pay default claims, interest subsidy
payments, downward subsidy reestimates, or the
interest on prior Treasury borrowings. The balance
in this account as of September 30, 2007 and

2006 was $100 thousand and $6,827 thousand,
respectively. IA’'s direct loan program ended in 1995.
However, borrowings arising from direct loans made
between 1992 and 1995 are still outstanding. These
borrowings are being repaid as scheduled and as
of September 30, 2007 and 2006, were $8,229
thousand and $22,888 thousand, respectively.

In 2001, the Bureau of the Public Debt extended a
loan to the Departmental Offices for the purpose
of operating a direct loan to the American Samoa
Government. Interest is accrued annually based on
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the prevailing market yield on Treasury securities of
comparable maturity. The loan has a final payment
due date of September 30, 2027.

Permanent Indefinite Appropriations. Permanent
indefinite appropriations are appropriations given

to Interior through public laws which authorize the
retention of certain receipts. These appropriations
do not specify amounts, but are dependent upon the
amount of receipts collected. All Interior Bureaus
use one or more permanent no-year appropriations
to finance operating costs and purchase property,
plant, and equipment. Interior has approximately 70
permanent indefinite appropriations. Most of these

appropriations are used for special environmental
programs and to carry out obligations of the
Secretary of Interior.

Appropriations Received. Appropriations received
on the Consolidated Statement of Changes in Net
Position differs from that reported on the Combined
Statement of Budgetary Resources because
Appropriations Received on the Consolidated
Statement of Changes in Net Position do not include
appropriated dedicated and earmarked receipts.
Dedicated and earmarked receipts are accounted
for as either exchange or nonexchange revenue.

Legal Arrangements Affecting Use of Unobligated Balances. Interior’s unobligated unavailable balances
as of September 30, 2007 and 2006, are disclosed in the table below.

(dollars in thousands) FY 2007 FY 2006

Unapportioned amounts unavailable for future apportionments $ 543 $ 2,741
Expired Authority 157,324 137,739
Total Budgetary Accounts 157,867 140,480
Non-Budgetary Credit Program Financing Accounts - 2)
Unobligated Balance Unavailable $ 157,867 $ 140,478

Unobligated balances, whose period of availability
has expired, are not available to fund new
obligations, but are available to pay for adjustments
to obligations incurred prior to expiration. For a
fixed appropriation account, the balance can be
carried forward for 5 fiscal years after the period of
availability ends. At the end of the fifth fiscal year,
the account is closed and any remaining balance is
canceled. For a no-year account, the unobligated
balance is carried forward indefinitely until: (1)
specifically rescinded by law; or (2) the head of the
agency concerned or the President determines that
the purposes for which the appropriation was made
have been carried out and disbursements have

not been made against the appropriation for two
consecutive years.

The appropriation law, Public Law 109-54, is the
major source of funding for the BLM’s operating
programs and directs that a definite sum of the
BLM'’s wildland firefighting authority be applied to the
construction of fire facilities. These authorizations
also direct how BLM must treat other assets it

may acquire as a result of executing its operating
programs. Also, IA receives contract authority from
DOT’s Highway Trust Fund for the maintenance and

construction of roads and bridges on IA and Trust
property.

All appropriation language contains specific and/or
general authorizations. These authorizations may
be defined as legislative parameters that frame the
funding and Federal agency policy for executing
programs. These authorizations also direct how
Interior must treat other assets it may acquire as a
result of executing operating programs. Since both
specific and general authorizations are integral
components of all legislation, Interior does not view
them as restrictions or legal encumbrances on
available funding.

Explanation of Differences between the
Combined Statement of Budgetary Resources
and the Budget of the United States
Government. The Statement of Budgetary
Resources has been prepared to coincide with the
amounts shown in the President’s Budget (Budget
of the United States Government). The President’s
Budget with the actual FY 2006 amounts was
released in February 2007, and the President’s
Budget with the FY 2007 amounts is estimated to
be released in February 2008. Both can be located
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at the OMB website <http://www.whitehouse. Budgetary resources and the status of those
gov/omb>. As such, the actual amounts for FY 2007 resources presented in the SBR for the period

in the President’s Budget have not been published at ended September 30, 2006, differ from the amounts
the time these financial statements were prepared. presented as 2006 Actuals in the President’s

FY 2008 Budget. Differences are presented and
labeled on the following table.

FY 2006 Amount

FY 2006 Amount per Statement of

per President's Budgetary
(dollars in millions) Budget * Resources Difference Explanation
Budgetary Resources:
Unobligated Balance, Beginning of Fiscal Year $ 5717 $ 5794 $ (77) A,B
Recoveries of Prior Year Unpaid Obligations 424 485 (61) A
Appropriations Received 16,808 16,124 684 A, C,D
Nonexpenditure Transfers, net (153) 438 (591) B, C,G
Total Budgetary Resources $ 25,590 $ 27,741 $ (2,151) A, B,D,F, G
Status of Budgetary Resources:
Obligations Incurred $ 21,503 $ 21,447 % 56 A, B,D
Unobligated Balance - Available/Not Available 6,189 6,295 (106) A,B,D, G
Total Status of Budgetary Resources $ 25,590 $ 27,741 $ (2,151) A,B,D,F, G
Net Outlays:
Gross Outlays $ 20,761 $ 20,679 $ 82 B,D
Less: Offsetting Collections (4,987) (5,212) 225 A
Less: Offsetting Receipts $ (6,506) $ (6,940) $ 434 E

* Source: Fiscal Year 2006 Actual amounts as published in the Appendix to the Budget of the United States Government, Fiscal Year 2008

A. Expired Accounts. Differences relate to

expired accounts being included in the SBR, but
not in the President’s Budget.

Departmental Offices. Differences are
primarily due to Interior including pass through
appropriations and payments to Tribal Trust and
Special Trust Fund Accounts [14215265 and
14218030] in the SBR that were not included in
the President’s Budget. Additional differences
relate to changes in child accounts received
after the SBR was published and adjustments
to the Working Capital Fund for obligations that
were included in the President’s Budget and not
in the Statement of Budgetary Resources.

Fish and Wildlife Service. Differences

are primarily due to a change in accounting
principle. As a result of the new accounting
principle, the Sport Fish payable write off ($604
million) was adjusted in the Appropriations
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realized and transfer line items of the Statement
of Budgetary Resources. The write-off does not
impact the President’s Budget.

Effective October 1, 2006, Interior adopted the
reporting provisions of trust funds with multiple
program agencies included in OMB Circular No.
A-136. Under such provisions, Interior no longer
reports the Sport Fish Restoration and Boating
Trust Fund and instead the U.S. Coast Guard
does the reporting of the SFRBTF and Interior
reports the account receivables due from

and accounts payable due to other program
agencies. As a result of this new accounting
principle, there was a write-off relating to a
SFRBTF payable in the amount of $604 million.
This write-off is in the Statement of Budgetary
Resources, but did not impact the President’s
Budget. Interior does not report certain amounts
in the Statement of Budgetary Resources that
are reported in the President’s Budget.
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D. National Park Service. Differences are primarily
due to the Concession Improvement Account
that is included in the President’s Budget, but
not in the SBR. Other differences relate to
contract authority that is included in the annual
appropriations act, but was rescinded before the
act was passed. It is, however, included in the
President’s Budget.

E. Offsetting Receipts. Differences relate to
receipts reported in the SBR, but not in the
President’s Budget. The difference could
only be reported at a high level because the
President’'s Budget does not include details.

F. Total Budgetary Resources. The President’s
Budget did not include a “total budgetary
resources available for obligations” line for the
following funds: Mineral Leasing; National Forest
Fund, Leases of Lands Acquired for Flood
Control, Navigation, and Allied Purpose; and
Oil Spill Research which were included in the
Statement of Budgetary Resources.

G. Parent/Child Reporting. Changes to child
account received after the Statement of
Budgetary Resources submitted for FY 2006 are
not in the Statement of Budgetary Resources,
but are in the President’s Budget.

NOTE 22. RECONCILIATION OF NET COST OF OPERATIONS TO BUDGET

Effective FY 2007, the Statement of Financing

is presented as a footnote disclosure and is no
longer a basic financial statement in accordance
with OMB Circular No. A-136. The Statement of
Financing is now reported in the notes and referred
to as “Recoonciliation of Net Cost of Operations to
Budget”. Departmental Offices, in accordance with
OMB Circular No. A-136, did not report a FY 2006
Statement of Financing, and instead has included
the FY 2006 Statement of Financing in the note
disclosure to provide comparative disclosures. The
reconciliation of net cost of operations to budget for
FY 2007 and FY 2006 is as follows.

Change in Unfunded Liabilities. This note includes
a section depicting the change in certain unfunded
liabilities. The amounts in this section do not
necessarily correlate to the change in liabilities not
covered by budgetary resources as shown in Note
15. Differences are primarily the result of certain
Treasury requirements related to changes in various
liabilities. These requirements are dependent

upon whether the change results in an increase

or decrease to the liability account. Additionally,
some liability accounts not covered by budgetary
resources are not included in this note.
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The reconciliation of net cost of operations to budgetary accounts for the periods ending September 30, 2007
and 2006 are as follows:

(dollars in thousands) FY 2007 FY 2006

Resources Used to Finance Activities:
Budgetary Resources Obligated:

Obligations Incurred $ 20,962,653 $ 21,446,677
Less: Spending Authority From Offsetting Collections/Recoveries (4,852,815) (5,589,420)
Obligations Net of Offsetting Collections and Recoveries 16,109,838 15,857,257
Less: Offsetting Receipts (5,769,483) (6,940,455)
Net Obligations 10,340,355 8,916,802
Other Resources:
Donations and Forfeitures of Property 7,951 6,545
Transfers In/Out Without Reimbursement (65,622) (99,591)
Imputed Financing From Costs Absorbed by Others 550,193 472,847
Net Other Resources Used to Finance Activities 492,522 379,801
Total Resources Used to Finance Activities 10,832,877 9,296,603

Resources Used to Finance Items Not Part of the Net Cost of Operations:
Change in Budgetary Resources Obligated for Goods, Services, and Benefits Ordered but

Not Yet Provided (289,783) (97,976)
Change in Unfilled Customer Orders (478,836) (413,712)
Resources That Fund Expenses Recognized in Prior Periods (660,990) (520,965)

Budgetary Offsetting Collections and Receipts That Do Not Affect Net Cost of Operations:
Credit Program Collections Which Increase Liabilities for Loan Guarantees or

Allowances for Subsidy 76,614 40,818
Offsetting Receipts Not Part of the Net Cost of Operations 4,622,307 4,983,557
Resources That Finance the Acquisition of Assets (1,031,711) (706,424)
Other Resources or Adjustments to Net Obligated Resources That Do Not Affect
Net Cost of Operations (24,308) 86,350
Allocation Transfers Reconciling Items, Parent 30,571 (32,341)
Total Resources Used to Finance Items Not Part of the Net Cost of Operations 2,243,864 3,339,307
Total Resources Used to Finance the Net Cost of Operations 13,076,741 12,635,910

Components of Net Cost of Operations That Will Not Require or Generate Resources in
the Current Period:
Components Requiring or Generating Resources in Future Periods:

Increase in Annual Leave Liability 4,573 5,724
Increase in Environmental and Disposal Liability 10,464 34,446
Upward/Downward Re-estimates in Credit Subsidy Expense (36,899) 10,918
(Increase) in Exchange Revenue Receivable From the Public (12,333) (767)
Other 83,446 94,662
Total Components of Net Cost of Operations That Will Require or Generate

Resources in Future Periods 49,251 144,983

Components Not Requiring or Generating Resources:

Depreciation and Amortization 476,926 476,377
Revaluation of Assets or Liabilities 21,408 16,418
Allocation Transfers Reconciling Items, Child 9,006 124,400
Other 5,354 6,454
Total Components of Net Cost of Operations That Will Not Require or Generate
Resources in the Current Period 512,694 623,649
Total Components of Net Cost of Operations That Will Not Require or
Generate Resources 561,945 768,632
Net Cost of Operations $ 13,638,686 $ 13,404,542
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NOTE 23. INDIAN TRUST FUNDS

Interior, through the Office of the Special Trustee for
American Indians, maintains approximately 1,800
accounts for Tribal and Other Trust Funds (including
the Alaska Native Escrow Fund) with combined
monetary assets of approximately $2,881 million
and $2,921 million as of September 30, 2007, and
September 30, 2006, respectively.

The balances that have accumulated in the Tribal
and Other Trust Funds have resulted from judgment
awards, settlement of claims, land use agreements,
royalties on natural resource depletion, other
proceeds derived directly from trust resources, and
investment income.

The trust fund balances for Tribal and Other Trust
Funds contain two categories:

1. Trust funds held for Indian tribes (considered
non-Federal funds); and

2. Trust funds held by Interior, for future transfer to
a tribe upon satisfaction of certain conditions or
where the corpus of the fund is nonexpendable
(considered Federal funds).

The non-Federal and Federal funds are reflected
as separate components of the fund balance in the
Tribal and Other Trust Funds financial statements.
The trust funds considered Federal funds are
reflected in Interior’s financial statements.

OST also maintains about 371,000 open Individual
Indian Monies accounts with a fund balance of
approximately $424 million and $418 million as of
September 30, 2007 and 2006, respectively.

The IIM Trust Funds are primarily funds on

deposit for individual Indians with a beneficial
interest in those funds. [IM account holders realize
receipts primarily from settlement of claims, land-
use agreements; royalties on natural resource
depletion; other proceeds derived directly from trust
resources, receipt of judgment and tribal per capita
distributions; and investment income.

Summaries of the financial statements of the Tribal
and Other Trust Funds and the [IM Trust Funds

are at the end of this note. The amounts in the
summaries do not include the values related to trust

lands or other trust resources managed by Interior.

Financial Statements and Basis of Accounting.
The Tribal and Other Trust Fund Statement of Assets
and Trust Fund Balances and Statement of Changes
in Trust Fund Balances were prepared using a cash
basis of accounting, which is a comprehensive basis
of accounting other than GAAP. The cash basis of
accounting differs from GAAP in that receivables
and payables are not accrued and investment
premiums and discounts are not amortized or
accreted. Receipts are recorded when received,
disbursements are recorded when paid, and
investments are stated at historical cost.

The IIM Trust Funds Statement of Assets and Trust
Fund Balances and Statement of Changes in Trust
Fund Balances were prepared using a modified
cash basis of accounting, which is a comprehensive
basis of accounting other than GAAP. The modified
cash basis of accounting differs from GAAP in

that receivables and payables are not accrued

with the exception of interest earned on invested
funds (including discount accretion and premium
amortization). Receipts are recorded when received
with the exception of interest, and disbursements
are recorded when paid. Interest is recorded

when earned, including accretion/amortization of
investment discounts and premiums. Investments
are stated at amortized cost.

Audit Results. With Office of Inspector General
oversight, independent auditors audited the Tribal
and Other Trust Funds and the IIM Trust Funds
financial statements as of September 30, 2007,

and 2006. The independent auditors indicated

that the financial statements were prepared on the
cash or modified cash basis of accounting, which

is a comprehensive basis of accounting other than
GAAP. In addition, the independent auditors’ reports
were qualified as a result of the following:

€ It was not practicable for the independent
auditors to extend audit procedures sufficiently
to satisfy themselves as to the fairness of the
trust fund balances reflected in the financial
statements due to issues with certain Interior
trust-related systems and processes, which
provide required trust financial information
to OST,
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@ Regarding the Tribal and Other Trust Funds, € Regarding the IIM Trust Funds, certain parties
certain parties for whom OST holds monetary for whom OST holds monetary assets in
assets in trust do not agree with the trust trust have filed a class action lawsuit for an
fund balances reflected by OST and have accounting of the individuals’ trust funds,
requested an accounting of their funds. Some which may or may not lead to claims against
of these parties have filed, or are expected to the U.S. Government.

file lawsuits against the U.S. Government; and
For more information, see Note 14, Contingent
Liabilities.

Individual Indian Monies Trust Funds statements of assets and trust fund balances and statements of
changes in trust fund balances prepared using a modified cash basis of accounting as of September 30, 2007
and 2006, are as follows:

Individual Indian Monies Trust Funds
Statement of Assets and Trust Fund Balances - Modified Cash Basis
As of September 30, 2007 and 2006

(dollars in thousands) FY 2007 FY 2006
ASSETS
Cash and cash equivalents $ 48,325 $ 61,938
Investments 372,592 353,886
Accrued interest receivable 2,780 2,450
TOTAL ASSETS $ 423,697 $ 418,274
TRUST FUND BALANCES, held for Individual Indians $ 423,697 $ 418,274

Individual Indian Monies Trust Funds
Statement of Changes in Trust Fund Balances - Modified Cash Basis
For the Fiscal Years Ended September 30, 2007 and 2006

(dollars in thousands) FY 2007 FY 2006

Receipts $ 303,677 $ 355,094
Interest earned on invested funds 20,806 20,582
Gain (Loss) on disposition of investments, Net 459 (2,729)
Disbursements (319,519) (374,542)
Increase (decrease) in trust fund balances, net 5,423 (1,595)
Trust Fund Balances - Beginning of Year 418,274 419,869
Trust Fund Balances - End of Year $ 423,697 $ 418,274

Note: The independent auditors expressed a qualified opinion on these financial statements.
See " Audit Results" section above.
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Tribal and Other Trust Funds statements of assets and trust fund balances and statements of changes in trust
fund balances prepared using a cash basis of accounting as of September 30, 2007 and 2006, are as follows:

Tribal and Other Trust Funds
Statement of Assets and Trust Fund Balances - Cash Basis
as of September 30, 2007 and 2006

(dollars in thousands) FY 2007 FY 2006
ASSETS

Cash and cash equivalents $ 602,502 $ 503,399

Investments 2,278,157 2,417,827
TOTAL ASSETS $ 2,880,659 $ 2,921,226
TRUST FUND BALANCES

Held for Indian tribes $ 2,590,799 $ 2,637,066

Held by Department of the Interior and considered to be

U.S. Government funds 289,860 284,160
TOTAL TRUST FUND BALANCES $ 2,880,659 $ 2,921,226
Tribal and Other Trust Funds
Statement of Changes in Trust Fund Balances - Cash Basis
For the Fiscal Years Ended September 30, 2007 and 2006

(dollars in thousands) FY 2007 FY 2006
Receipts $ 339,159 $ 338,896
Interest Received 139,315 121,566
Gain (Loss) on disposition of investments, Net 604 24
Disbursements (519,645) (421,078)
Increase (Decrease) in trust fund balances, net (40,567) 39,408
Trust Fund Balances - Beginning of Year 2,921,226 2,881,818
Trust Fund Balances - End of Year $ 2,880,659 $ 2,921,226

NOTE 24. EARMARKED FUNDS

Earmarked funds are specifically identified revenues
and other financing sources required by statute to be
used for designated activities, benefits, or purposes
that must be accounted for separately from the
Government’s general revenues.

Interior invests funds in securities on behalf of
various Interior programs. The Federal Government
does not set aside assets to pay future expenditures
associated with earmarked funds. The cash
generated from earmarked funds is used by the
U.S. Treasury for general Government purposes.
Treasury securities are issued to the earmarked
fund as evidence of earmarked receipts. These
securities are an asset to the earmarked fund

and are presented as Investments in the following
tables. Treasury securities are a liability of the U.S.
Treasury and are eliminated in the consolidation

of the U.S. Governmentwide financial statements.
Treasury will finance any future redemption of the

securities by an earmarked fund in the same manner
that all other Government expenditures are financed.

Interior’'s earmarked funds are as follows:

The Land and Water Conservation Fund. The
Land and Water Conservation Fund was enacted in
1964 (Public Law 88-578) to create and maintain a
nationwide legacy of high quality recreation areas
and facilities. The LWCF Act established a funding
source for both Federal acquisition of authorized
national park, conservation, and recreation areas,
as well as grants to State and local governments to
help them acquire, develop, and improve outdoor
recreation areas.

Annually, amounts for the LWCF under Public
Law 89-665 are transferred from MMS to the
NPS, the majority of which are from royalties from
Outer Continental Shelf oil deposits. Each year,
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amounts from the LWCF are warranted to some
of the Bureaus within Interior and the rest to the
Department of Agriculture’s Forest Service.

The Historic Preservation Fund. The HPF
provides matching grants to encourage private and
non-Federal investment in historic preservation
efforts nationwide, and assists State and local
governments, and Indian tribes with expanding and
accelerating their historic preservation activities
nationwide. HPF grants serve as a catalyst and
“seed money” to preserve and protect our Nation’s
irreplaceable heritage for current and future
generations.

Annually, amounts for the HPF, under Public Law
89-665, are transferred from MMS to the NPS,
the majority of which are from royalties from Outer
Continental shelf oil deposits. Each year, amounts
from the HPF are transferred via warrants to
Bureaus within Interior and to the Department of
Agriculture’s Forest Service.

Reclamation Fund. The Reclamation Fund was
established by the Reclamation Act of 1902 (32
Statute [Stat.] 388). It is a restricted, unavailable
receipt fund into which a substantial portion of
Reclamation’s revenues (mostly repayment of
capital investment costs, associated interest, and
operating and material reimbursements from water
and power users) and receipts from other Federal
agencies (primarily revenues from certain Federal
mineral royalties and hydropower transmission)
are deposited. No expenditures are made directly
from the Reclamation Fund, however, funds

are transferred from the Reclamation Fund into
Reclamation’s appropriated expenditure funds or to
other Federal agencies pursuant to congressional
appropriation acts to invest and reinvest in the
reclamation of arid lands in the Western United
States. Costs associated with multipurpose plants
are allocated to the various purposes, principally;
power, irrigation, M&I water, fish and wildlife
enhancement, recreation, and flood control.
Generally, only those costs associated with power,
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irrigation, and M&I water are reimbursable. Costs
associated with purposes such as fish and wildlife
enhancement, recreation, and flood control can

be nonreimbursable. Capital investment costs are
recovered over a 40-year period, but may extend to
50 years or more, if authorized by the Congress.

Water and Related Resources Fund. The
Water and Related Resources Fund receives
most of its funding from appropriations derived
from the Reclamation Fund. These funds are
used for Reclamation’s central mission of
delivering water and generating hydropower in

the Western United States. Costs associated with
multipurpose structures and facilities are allocated
to various purposes. Generally, only those costs
associated with power, irrigation, and M&I water
are reimbursable. Costs associated with purposes
such as fish and wildlife enhancement, recreation,
and flood control can be nonreimbursable. Capital
investment costs are recovered over a 40-year
period but may extend to 50 years or more, if
authorized by Congress. Recovered capital
investment costs and revenue generated from these
activities are returned to the Reclamation Fund.

Lower Colorado River Basin Fund. The Lower
Colorado River Basin Fund receives funding

from multiple sources for specific purposes as
provided under Public Law 90-537 and amended

by Public Law 108-451. Funding sources include
appropriations, Federal revenue from the Central
Arizona Project, Federal revenues from the Boulder
Canyon and the Parker-Davis Project, the Western
Area Power Administration, Federal revenue from
the Northwest-Pacific Southwest intertie in the
States of Nevada and Arizona, and revenues earned
from investing in Treasury securities. Funding
sources may be retained and are available without
further appropriation. The fund provides for irrigation
development and management activities within the
Lower Colorado River Basin including operation,
maintenance, replacements, and emergency
expenditures for facilities of the Colorado River
storage project and participating projects.
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Upper Colorado River Basin Fund. The Upper
Colorado River Basin Fund receives funding from
appropriations, water users, and the Western
Area Power Administration. Funding sources
may be retained and are available without further
appropriation. Public Law 90-537 provides

that appropriations and revenues collected in
connection with the operation of the Colorado River
storage project shall be available for operations,
maintenance, replacements, and emergency
expenditures for facilities of the Colorado River
storage project and participating projects.

Abandoned Mine Land Fund. Public Law 95-87
requires that all operators of coal mining operations
pay a reclamation fee on every ton of coal produced.
The fees through September 30, 2007, are 35 cents
per ton of surface mined coal, 15 cents per ton of
coal mined underground, and 10 cents per ton on
lignite. On December 20, 2006, the Surface Mining
Control and Reclamation Act Amendments of 2006
became law as part of the Tax Relief and Health
Care Act of 2006 (Public Law 109-432). This law
extends the statutory fee rates through September
30, 2021, and eliminates the requirement that
Interior establish fee rates thereafter based upon
amounts transferred to the United Mine Workers

of America Combined Benefit Fund. The new law
reduces existing fee rates by 10 percent for FY 2008
through 2012, and another 10 percent for FY 2013
through 2021.

The fees are deposited in the Abandoned Mine Land
Reclamation Fund, which is used primarily to fund
abandoned mine land reclamation projects. Under
authority of Public Law 101-509, Interior began
investing AML funds in U.S. Treasury Securities in
the early 1990s.

Southern Nevada Public Land Management
Fund. The Southern Nevada Public Land
Management Act, enacted in October 1998,
authorizes BLM to sell public land tracts that are
interspersed with or adjacent to private land in the
Las Vegas Valley. BLM is authorized to invest 85
percent of the sales in interest-bearing Treasury
securities, while 10 percent of the proceeds go to
the Southern Nevada Water Authority and 5 percent
goes to the State of Nevada’s Education Fund.
The revenues generated from the land sales and
investments enable BLM and other government
entities to acquire environmentally sensitive

lands and build or maintain trails, day-use areas,
campgrounds, etc., to benefit public land visitors.

Environmental Improvement and Restoration
Fund. The Environmental Improvement and
Restoration Fund is a distribution of the Alaska
Escrow Fund in which half of the principal is invested
in Treasury Securities. Monies from the EIRF are
invested and earn interest until further congressional
action. Congress permanently appropriates 20
percent of prior fiscal year interest earned by the
EIRF to the Department of Commerce for marine
research activities. The remaining 80 percent earns
interest and can be appropriated by Congress to
other agencies, as provided by the law. Assets

are not available to Interior unless appropriated by
Congress.

Other Earmarked Funds. Interior is responsible
for the management of numerous earmarked funds
with a variety of purposes. Funds presented on an
individual basis represent the majority of Interior’s
net position attributable to earmarked funds. All
other earmarked funds have been aggregated

in accordance with SFFAS 27, Identifying and
Reporting Earmarked Funds.
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Interior's earmarked funds as of September 30, 2007, consist of the following:

Land and Water Historic
Conservation Preservation Reclamation

(dollars in thousands) Fund Fund Fund
ASSETS
Fund Balance with Treasury $ 15,372,152 $ 2,684,312 $ 6,567,639
Investments, Net - - -
Accounts Receivable, Net - - 523,586
Loans Receivable, Net - - 2,827,301
General Property, Plant, and Equipment, Net - - -
Other Assets - 416 -
TOTAL ASSETS $ 15,372,152 $ 2,684,728 $ 9,918,526
LIABILITIES
Accounts Payable - 3 -
Debt - - -
Other Liabilities - 3 53
TOTAL LIABILITIES - 6 53
NET POSITION
Unexpended Appropriations - - -
Cumulative Results of Operations 15,372,152 2,684,722 9,918,473
TOTAL NET POSITION 15,372,152 2,684,722 9,918,473
TOTAL LIABILITIES AND NET POSITION $ 15,372,152 $ 2,684,728 $ 9,918,526
COST/REVENUE
Gross Costs - 62,792 1,057
Earned Revenue - - (335,383)
NET COST OF OPERATIONS $ - 3 62,792 % (334,326)
NET POSITION
Net Position, Beginning Balance 14,836,220 2,597,823 8,993,132

Change in Accounting Principle - - -
Net Position, Beginning Balance as Adjusted 14,836,220 2,597,823 8,993,132
Appropriations Received/Transferred and Other Adjustments - - -
Royalties Retained 902,079 151,723 1,326,070
Non-Exchange Revenue and Donations - - 9,600
Other Financing sources

Transfers In/(Out) without Reimbursement (366,147) - (733,278)

Imputed Financing from Costs Absorbed by Others - - 112

Other - (2,032) (11,489)
Net Cost of Operations - (62,792) 334,326
Change in Net Position 535,932 86,899 925,341
NET POSITION, ENDING BALANCE $ 15,372,152 $ 2,684,722 $ 9,918,473
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Water and Lower Upper Southern Nevada  Environmental Other
Related Colorado River Colorado River  Abandoned Mine Public Land Improvement and Earmarked
Resources Basin Fund Basin Fund Land Fund Mgmt Fund Restoration Fund Funds FY 2007
$ 763,270 $ 3,305 $ 152,356  $ 512 $ 126,645 $ 13 2,761,345 $ 28,431,537
- 391,391 - 2,371,561 2,120,657 1,097,829 1,120,138 7,101,576
22,530 10,551 355 2,411 1 - 1,790,977 2,350,411
- - - - - - - 2,827,301
7,373,681 2,972,426 2,398,884 2 14,984 - 569,897 13,329,874
22,238 115,910 30 - 20 - 259,004 397,618
$ 8,181,719 $ 3,493,583 $ 2,551,625 $ 2,374,486 $ 2,262,307 $ 1,097,830 $ 6,501,361 $ 54,438,317
99,039 16,089 85,993 10,302 93,130 - 604,301 908,857
- - - - - - 764,204 764,204
2,042,633 2,454 211,099 10,633 252 - 1,014,526 3,281,653
2,141,672 18,543 297,092 20,935 93,382 - 2,383,031 4,954,714
206,521 11,313 8,458 - - - 109,253 335,545
5,833,526 3,463,727 2,246,075 2,353,551 2,168,925 1,097,830 4,009,077 49,148,058
6,040,047 3,475,040 2,254,533 2,353,551 2,168,925 1,097,830 4,118,330 49,483,603
$ 8,181,719 $ 3,493,583 $ 2,551,625 $ 2,374,486 $ 2,262,307 $ 1,097,830 $ 6,501,361 $ 54,438,317
1,042,109 176,790 96,168 327,356 246,704 - 3,726,911 5,679,887
(185,605) (176,928) (86,331) (1,441) (147,788) - (823,529) (1,757,005)
$ 856,504 $ (138) $ 9,837 $ 325,915 $ 98,916 $ - 3 2,903,382 $ 3,922,882
5,947,569 3,448,683 2,188,772 2,269,877 2,261,111 1,062,797 3,965,051 47,571,035
- - - - 43,427 - (474,033) (430,606)
5,947,569 3,448,683 2,188,772 2,269,877 2,304,538 1,062,797 3,491,018 47,140,429
109,090 26,999 70,467 - - - 196,022 402,578
B R - - - - 2,055,948 4,435,820
67 - 1 411,542 - 35,033 476,170 932,413
733,162 (780) (2,363) (1,953) (37,054) - 790,789 382,376
106,663 - 7,493 - 357 - 13,433 128,058
- - - - - - (1,668) (15,189)
(856,504) 138 (9,837) (325,915) (98,916) - (2,903,382) (3,922,882)
92,478 26,357 65,761 83,674 (135,613) 35,033 627,312 2,343,174
$ 6,040,047 $ 3,475,040 $ 2,254,533 $ 2,353,551 $ 2,168,925 $ 1,097,830 $ 4,118,330 $ 49,483,603
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Interior's earmarked funds as of September 30, 2006, consist of the following:

Land and Water Historic
Conservation Preservation Reclamation

(dollars in thousands) Fund Fund Fund
ASSETS
Fund Balance with Treasury $ 14,836,220 $ 2,597,465 $ 5,699,905
Investments, Net - - -
Accounts Receivable, Net - - 661,373
Loans Receivable, Net - - 2,631,887
General Property, Plant, and Equipment, Net - - -
Other Assets - 373 -
TOTAL ASSETS $ 14,836,220 $ 2,597,838 $ 8,993,165
LIABILITIES
Accounts Payable - 3 1
Debt - - -
Other Liabilities - 12 31
TOTAL LIABILITIES - 15 32
NET POSITION
Unexpended Appropriations - - -
Cumulative Results of Operations 14,836,220 2,597,823 8,993,133
TOTAL NET POSITION 14,836,220 2,597,823 8,993,133
TOTAL LIABILITIES AND NET POSITION $ 14,836,220 $ 2,597,838 $ 8,993,165
COST/REVENUE
Gross Costs - 65,543 (6,305)
Earned Revenue - - (389,861)
NET COST OF OPERATIONS $ - 3 65,543 $ (396,166)
NET POSITION
Net Position, Beginning Balance 14,303,499 2,663,580 7,952,124
Net Position, Beginning Balance as Adjusted 14,303,499 2,663,580 7,952,124
Appropriations Received/Transferred and Other Adjustments - - -
Royalties Retained 894,587 1,904 1,487,424
Non-Exchange Revenue and Donations - - 5
Other Financing sources

Transfers In/(Out) without Reimbursement (361,866) (394) (842,626)

Imputed Financing from Costs Absorbed by Others - - 40

Other - (1,724) -
Net Cost of Operations - (65,543) 396,166
Change in Net Position 532,721 (65,757) 1,041,009
NET POSITION, ENDING BALANCE $ 14,836,220 $ 2,597,823 $ 8,993,133
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Water and Lower Upper Southern Nevada  Environmental Other
Related Colorado River Colorado River  Abandoned Mine Public Land Improvement and Earmarked
Resources Basin Fund Basin Fund Land Fund Mgmt Fund Restoration Fund Funds FY 2006
$ 730,744 $ 38,647 $ 153,375 $ 1,005 $ 673 $ - 3 2,487,036 $ 26,545,070
- 305,043 - 2,272,961 2,277,571 1,062,796 1,979,243 7,897,614
15,522 8,759 1,488 1,886 - - 1,391,764 2,080,792
- - - - - - - 2,631,887
7,329,633 2,988,498 2,343,420 - 9,386 - 515,339 13,186,276
21,314 120,377 - 570 - - 284,509 427,143
$ 8,097,213 $ 3,461,324 $ 2,498,283 $ 2,276,422 $ 2,287,630 $ 1,062,796 $ 6,657,891 $ 52,768,782
124,000 11,119 90,546 5,577 24,630 - 580,513 836,389
- - - - - - 914,204 914,204
2,025,645 1,522 218,964 969 1,888 - 1,198,123 3,447,154
2,149,645 12,641 309,510 6,546 26,518 - 2,692,840 5,197,747
210,820 8,077 11,609 - - - 106,185 336,691
5,736,748 3,440,606 2,177,164 2,269,876 2,261,112 1,062,796 3,858,866 47,234,344
5,947,568 3,448,683 2,188,773 2,269,876 2,261,112 1,062,796 3,965,051 47,571,035
$ 8,097,213 $ 3,461,324 $ 2,498,283 $ 2,276,422 % 2,287,630 $ 1,062,796 $ 6,657,891 $ 52,768,782
1,124,451 163,008 115,626 278,226 42,233 - 3,928,028 5,710,810
(201,701) (189,236) (84,832) (331) (745,529) - (886,350) (2,497,840)
$ 922,750 $ (26,228) $ 30,794 $ 277,895 $ (703,296) $ - $ 3,041,678 $ 3,212,970
5,961,232 3,402,052 2,124,633 2,148,891 1,657,538 1,030,929 3,573,436 44,817,914
5,961,232 3,402,052 2,124,633 2,148,891 1,657,538 1,030,929 3,573,436 44,817,914
92,250 24,808 62,274 - - - 191,064 370,396
- - - - - - 2,002,686 4,386,601
9 497 - 399,274 - 31,867 834,609 1,266,261
746,123 (4,902) (4,101) - (100,096) - 391,232 (176,630)
70,704 - 36,761 - 374 - 12,200 120,079
- - - (394) - - 1,502 (616)
(922,750) 26,228 (30,794) (277,895) 703,296 - (3,041,678) (3,212,970)
(13,664) 46,631 64,140 120,985 603,574 31,867 391,615 2,753,121
$ 5,947,568 $ 3,448,683 $ 2,188,773 $ 2,269,876 $ 2,261,112 $ 1,062,796 $ 3,965,051 $ 47,571,035
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NOTE 25. DEDICATED COLLECTIONS

Dedicated collections as of September 30, 2007 and 2006, consist of the following:

(dollars in thousands) EY 2007 FY 2006
ASSETS
Fund Balance with Treasury $ (34) $ (34)
Investments, Net 293,551 287,655
TOTAL ASSETS $ 293517 $ 287,621
TOTAL LIABILITIES - -
NET POSITION 293,517 287,621
TOTAL LIABILITIES AND NET POSITION 293,517 287,621
CHANGE IN NET POSITION
Net Position, Beginning Balance $ 287,621 $ 280,000
Cumulative Results of Operations:
Non-exchange Revenue 16,327 14,165
Transfers In/(Out) without Reimbursement 7,500 8,111
Program Costs (17,929) (14,665)
Exchange Revenue (2) 10
NET POSITION, ENDING BALANCE $ 293,517 $ 287,621

Office of the Special Trustee for American
Indians. Established by the American Indian Trust
Fund Management Reform Act of 1994 (Public
Law 103-412), the Office of the Special Trustee
for American Indians was created to improve the
accountability and management of Indian funds
held in trust by the Federal Government. OST

manages and is accountable for Tribal Trust and
Special Funds that are reported in these financial
statements. Financing sources for these funds are
from judgment awards, settlement of claims, land
use agreements, royalties on natural resource
depletion, other proceeds derived directly from trust
resources, and investment income.

NOTE 26. ROYALTY CREDITS REDEEMED

Section 383 of the Energy Policy Act of 2005
grants lessees royalty relief until a Congressionally
designated amount, plus interest, is recovered from
Federal offshore royalty payments. This relief was
granted to compensate for the competitive oil and
gas drainage of the West Delta field in Louisiana
that occurred in the late 1980’s. The royalty credits
redeemed in FY 2007 were $14,390 thousand.
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Redeemed amounts are treated as paid for
purposes of satisfying the royalty obligations of the
lessee. The repayment obligation is recorded as

an unfunded liability in Interior’s financial records.
Credits redeemed under this provision are recorded
as a cost to the Federal Government, for which a
custodial distribution of cash to the U.S. Treasury
does not occur.
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NOTE 27. CHANGES IN ACCOUNTING PRINCIPLES

Parent/Child Reporting. Effective as of October 1,
2006, Interior adopted the parent/child provisions of
OMB Circular No. A-136. Federal agencies (child)
that received allocated budget authority through
another Federal agency (parent) are required to
provide the parent all of their financial activity.

In prior guidance, child agencies that received
allocated budget authority were allowed to report
proprietary activity in their financial statements,

if material to them. Interior did not fully apply the
parent/child provisions of OMB Circular No. A-136 to
the FY 2006 Financial Statements; therefore, the FY
2006 Financial Statements are not comparable to
the FY 2007 Financial Statements.

In FY 20086, Interior and the Department of
Transportation agreed to use the Highway Trust
Fund as a pilot for this new reporting requirement.
Beginning in FY 2007, Interior implemented the
reporting requirements for all other allocated budget
authority.

In FY 2007, the cumulative effect of this change

in accounting principle resulted in an approximate
increase of $54 million to assets and an approximate
decrease of $6 million to liabilities on the Balance
Sheet. This also resulted in an approximate
corresponding increase of $28 million and $32
million to the beginning balances of unexpended
appropriations and cumulative results of operations,
respectively, on the Statement of Changes in Net
Position.

Sport Fish Restoration and Boating Trust Fund.
Effective October 1, 2006, Interior adopted the
reporting provisions of trust funds with multiple
program agencies included in OMB Circular No.
A-136. Under such provisions, Interior no longer
reports the corpus of SFRBTF and instead the

U.S. Coast Guard reports the SFRBTF and Interior
reports the accounts receivables due from and
accounts payable due to other program agencies.
In accordance with OMB Circular No. A-136, Interior
did not apply the reporting provisions of trust funds
with multiple program agencies to the FY 2006
financial statements.

In FY 2007, the OMB issued additional reporting
guidance under OMB Circular No. A-136 that
required changes to the reporting of the SFRBTF.
The U.S. Coast Guard now reports the SFRBTF
and Interior reports a receivable from and payables
to other Federal agencies. The cumulative effect of
this change in accounting principle resulted in an
increase of $12 million to assets and $488 million to
liabilities on the Balance Sheet. This also resulted
in a net decrease of $476 million to the beginning
balance of cumulative results of operations on the
Statement of Changes in Net Paosition.
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